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“\'ou  can  fool  all  of  the  people  part 
of  the  time,  and  part  of  the  people  all 
of  the  time,  but  you  can’t  fool  all  of  the 
ueoule  all  of  the  time.”- -Lincoln 


Supplied  by  S.M. Michelson 


SAINT  JOSEPH  MO 


CREDIT!  CREDIT! 


This  is  What  Financiers  are  Making 
the  People  vise  for  Money, 


The  annual  banquet  of  the  chamber  of 
commerce  of  Pittsburg,  given  at  the  Du- 
buque club  a few  days  ago,  at  which  Ly- 
man J.  Gage,  secretary  of  the  treasury  of 
the  United  States,  was  the  principal 
guest  of  honor  and  speaker,  proved  the 
most  pretenious  and  important  affair  of 
the  kind  ever  attempted  by  this  organiza- 
tion. 

The  banquet  began  promptly  at  7 
o’clock  with  225  guests  seated  at  three 
long  tables.  The  speakers  were  seated 
at  the  center  of  the  first  table  facing  the 
entrance.  Banker  William  S.  Thompson 
was  toastmaster,  and  President  John 
Bindley  of  tbe  chamber  of  Commerce  de- 
livered the  address  of  welcome,  respond- 
ing to  the  toast,  “The  Chamber  of  Com- 
merce, Its  duties  and  responsibilities. 

Secretary  Gage  spoke  of  “ American 
Enterprise — Some  of  its  trials  and  achieve- 
ments.” 

TALKS  OF  AMERICAN  ENTERPRISE. 

Mr.  Gage  caused  some  amusement  at 
the  beginning  of  his  remarks  by  refer- 
ring tojthe  fact  that  he  had  been  publicly 
charged  with  being  an  “after-dinner 
speaker.  When  the  charge  had  first 
appeard  it  had  annoyed  him,  but  he  had 
got  used  to  it.  He  wished  however,  to 
disavow  the  truth  of  it,  holding  with  an 
old  pholosopher  that  the  most  dangerous 

man  in  a democratic  State  was  he  who 
could  by  the  art  of  sophistry  mislead  the 

people,  and  by  the  pow  er  of  oratory  a- 
rouse  their  prejudices,  excite  their  pass- 
ions, and  lead  them  on  to  wild  and  un- 
reasoned action. 

Mr.  Gage  then  went  on  to  say  that  if 
a visitor  could  come  here  from  some 
alien  planet  and  see  the  countless  forms 
of  industry,  he  would  want  to  know 
how  such  enormous  exchange  of  products 
w ere  carried  on.  The  answer  might  be, 
“Why,  money  does  it.”  But  this  answer 
w ould  be,  only  partially  true.  Money  i^ 
not  the  main  active  agent  that  operatt  s to 
accomplish  the  enormous  volume  of  pro- 
duction and  exchange  While  it  is  true 
that  exchanges  are  effected  Jn  terrQg  of 
monev,  vet  the  real  operating  agent  is 
credit.  Credit  has  its  sources  in  the 
mfnds  of  men.  Its  secret  spring  is  the 
confidence  of  man  in  man,  united  to  a 
faith  in  the  stabilitj^  of  future  conditions 
Born  out  of  the  action  of  the  human 
mind,  it  cannot  be  coerced  into  activity. 
Affected  bv  both  reason  and  imagina- 
tion, it  is  subject  to  the  paralyzing  in- 
fluences of  doubt  and  fear ; it  is  equally 
stimulated  by  confidence  and  hope.  It  is 
not  a misuse  of  language  to  say  credit, 
with  its  multiform  instruments,  is  the 
real  monev  of  commerce. 
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Entered  according  to  Act  of  Congress  in  the  year 
1896,  by  C.  J.  Ailen  in  the  office  of  the  Librarian  of 

Congress,  at  H ushington,  U.  C. 


2 WATERED  DOLLARS. 

We  will  not  discuss  the  question  as  to 
whether  or  not  it  is  risfht  for  banks  to  issue 
money,  but  will  admit  that  the  establish- 
ment of  national  banks  was  intended  to  ben- 
efit the  people,  and  that  our  representatives 
in  Conofress  thouscht  it  best  for  the  govern- 
ment to  allow  the  banks  to  regulate  the  vol- 
ume of  money  by  their  issue.  Let  us  see  how 
this  plan  has  worked: 

In  1873  there  were  1,976  national  banks 
that  had  $340,000,000  of  circulation, — an  av- 
erage circulation  of  $172,000  per  bank- 
amounting  to  $10  per  capita,  and  had  $2.48 
loaned  for  every  dollar  of  their  circulation. 

In  1893  there  were  3,721  national  banks 
that  had  $183,000,000  of  circulation — an  aver- 
age circulation  of  $48,500  per  bank,  amount- 
ing to  $2.75  per  capita,  and  had  $11.03  loaned 
for  every  dollar  of  their  circulation 

The  four  per  ceiit.  bonds  are  the  basis  of 
the  national  bank  circulation,  and  were  for  a 
long  time  at  a premium  of  twenty-five  per 
cent.  Under  such  conditions  a bank  could 
surrender  $100,000  of  its  circulation  and  get 
back  $110,000  of  its  bonds,  then  sell  them  for 
$137,500,  which  would  give  it  $37,500  more 
money  to  loan,  notwithstanding  the  fact  that 
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the  volume  of  money  was  contracted  $100,000. 
If  banks  could  not  get  hold  of  their  own 
circulation  to  surrender,  the  acts  of  June  20, 
1874,  and  July  12,  1882,  allow  national  banks 
to  deposit  legal-tender  notes  for  the  purpose 
of  retiring  their  circulation.  Thus,  when 
bank  bills  are  lost  or  destroyed,  banks  are 
permitted  to  deprive  the  people  of  part  of 

their  legal-tender  notes. 

We  will  not  question  the  right  of  banks  to 

contract  their  circulation,  as  they  have  the 
same  legal  right  to  contract  it  that  they  have 


to  expand  it. 

There  is  no  question  of  more  importance 
to  the  people  than  the  object  banks  have  in 
not  only  opposing  the  free  coinage  of  silver, 
and  an  increased  volume  of  money,  but  also 
in  advocating  the  retirement  of  part  of  the 

money  now  in  circulation. 

We  have  shown  that  the  banks  have  sur- 
rendered part  of  their  own  circulation.  They 
advocate  the  retirement  of  all  paper  money 
issued  by  the  government,  and  are  demon- 
strating to  the  people  the  necessity  foi  its 
retirement  by  their  raids  on  the  treasury  for 
gold,  and  thereby  forcing  the  government  to 

issue  bonds. 


A 
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If  a bank  has  ;;^2\),000  to  loan,  tho  interest 
pt  8 per  cent,  per  annum  for  ninety  days 
would  amount  to  8400.  If  farmers  could  bor- 
row money  to  hold  their  corn  for  an  auvaiice 
of  three  cents  pe?  bushel  on.  100,000  bushels, 
they  would  receive  $3,000  more  for  it. 

If  a speculator  can  buy  100,000  bushels  of 
ooi*n  for  three  cents  less  than  he  would  be 


compelled  to  pay  ninety  days  later,  after 
paying^  the  bank  $400  interest  he  would  clear 
$2.'tm  To-day  one  <4*reat  s[>eeulator  has  cri^os 
in  Iowa,  Missouri,  ivniisas  and  ^Nebraska,  filled 


wiih  millions  of  buslieis  of  coi'u. 


The  farmer  who  is  fortunate  enough  to 
have  money,  and  deposits  it  in  a bank  instead 
oi  loaning  it  to  his  neighbor  to  assist  him  in 
holding  his  corn,  is  lieiping  to  hold  down  the 
place  of  not  only  his  neighbor’s  corn,  but  his 

own. 


We  find  that  it  is  as  difficult  for  business 
men  advocating  free  coinage  of  silver  to  get 
good  ratings  with  commerciahagencies,  as  it 
wu,s  at  one  time  for  democrats  to  get  pensions. 


o WATERED  DOLLARS. 

The  following-  is  the  statement  of  the  Sec- 
retary of  the  Treasury  as  to  the  amount  of 
money  in  circulation  July  1,  1893,  which  in- 
cludes all  money  outside  of  the  United  States 
Treasury : 

Gold  Coin $ 403,633,700 

Silver  Dollars 57,029,743 

Subsidiary  Silver 65, 400, 268 

Gold  Certificates 92,970,019 

Silver  Certificates 326  489, 165 

Treasury  Notes 140,161,694 

United  States  Notes 320,875,683 

Currency  Certificates 11,935,000 

National  Bank  Notes 174  7R4 


WATERED  DOLLARS.  / 

July  1,  1891 $1,497,440,707 

“ “ 1892 1,601,347,187 

“ 1893 1,593,226,411 

“ ‘‘  1894 1,664,061.232 

“ “ 1895 1,604,131,963 

With  these  figures  in  mind  we  proceed  to 
examine  the  bank  books:  July  12,  1893,  banks 

of  all  kinds  held  as  part  of  their  reserve 
$103,417,876  in  gold  coin.  The  national 
banks  held  $7,380,457  in  silver  dollars.  Esti- 
mating all  other  banks  at  the  same  ratio,  in 
proportion  to  their  capital,  all  banks  held 
$12,300,000  in  silver  dollars;  which  leaves 
$300,215,824  of  gold  and  $44,629,743  in  silver 
dollars  in  the  hands  of  the  people,  exclusive 
of  the  amount  in  the  United  States  Treasury 
and  in  the  banks.  No  one  believes  that  in 
July,  1893,  the  people  had  seven  times  as 
many  gold  as  silver  dollars.  But  it  is  not 
necessary  to  attack  the  statement  of  the  Sec- 
retary^ of  the  Treasury  in  order  to  show  how 
dollars  are  watered. 

The  national  banks  in  the  city  of  New 
York  July  12th,  1893,  held  in  their  reserves 
one  hundred  and  sixteen  times  as  much  gold 
com  as  they  did  silver  dollars,  and  at  the 


Total $1,593,226,411 

The  amount  of  money  in  circulation  from 
1890  to  1896  was  as  follows: 
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same  tiirie  they  held  three  times  as  much 
subsidiary  silver  as  they  did  silver  dollars. 

We  Ciin  now  understand  why  the  $362,302,- 
707  of  silver  dollars  in  the  United  States 
treasury  cannot  be  forced  into  circulation,  as 
ninety-five  per  cent  of  the  business  of  the 
country  is  done  with  bank  checks  and  di'afts. 
Therefore,  it  is  fair  to  assume  that  ninety- 
five  per  cent  of  the  money  is  used  or  needed 
for  bank  reserves.  We,  of  course,  do  not 
count  the  money  hoai'dod  by  the  peopie,  or 
that  which  has  been  lost  or  destro3md,  but 
the  actual  money  in  \ise.  When  ninety-five 
per  cent  of  the  money  is  needed  for  bank  re- 
seiwes,  we  can  readily  understand  why  bank- 
ers write  editorials  advisi*}^^  the  people  to 
deposit  their  raoney  in  banks.  V7e  can  also 
understand  wh^^  the  silver  dollai-s  will  not 
circulate  and  remain  in  the  United  States 
treasury  when  ninety- five  per  cent  of  the 
money  is  used  or  needed  I’oi*  bank  reserves 
and  the  ba'Aks  refuse  to  hoid  silver  as  a re- 
serve. 

B}r  the  books  we  find  that  the  poor  people 
bori  ow  but  a small  per  cent  r>f  the  amount 
deposited  by  the  poor.  While  the  rich  and 
those  representing  infant  industries  are  heavy 
borrowers. 


WATERED  DOLLARS 


In  some  States  it  is  a criminal  offense  for 
a public  officer  to  loan  public  money.  Not- 
withstanding this  fact,  the  school,  county 
nml  nuinicipal  funds  are  deposited  in  banks 
and  :i'-e  loaned  by  them.  The  law  provides 
that  in  ^*avo  a bank  fails  the  public  funds  are 
pi'ef erred  ckiims,  whicii  adds  an  additional 
loss  upon  othei*  depositors.  The  law  does  not 
pi’ohibit  the  banks irom  loaning  public  money, 
while  it  punishes  a public  officer,  giving  a 
bo]]d,  if  he  loans  it  himself. 

When  a bank  account  is  overdrawn  the 
amount  of  the  over-draft  is  set  opposite  the 
name  in  red  ink.  The  names  that  go  with 
the  red  ink  figiu'  s are  genei-allv  those  of 
business  men  who  are  more  busilj'  engaged 
in  tiying  to  change  the  color  of  the  ink  on 
thic  bank  books  than  thej"  are  in  studying  the 
m*  question. 

• 'j  he  most  interesting  books  to  examine  are 
those;  of  the  savings  banks.  The  savings 
banks  in  1893  had  $33,000,000  capital,  $137,- 
COO.UOO  surplus  and  $26,000,000  of  other  undi- 
V'iied  profits.  Making  a lotal  of  $163,000,000 
oi  undivided  profits.  After  paying  good  sai- 
an- s and  dividends  they  have  n ii\e 

times  tiieir  capitai  in  undivided 
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culation  would  completely  paralyze  the  busi- 
ness of  the  entire  country. 

% 

The  aggregate  capital,  surplus,  undivided 
profits  and  individual  deposits  of  all  banks  in 
the  United  States  June  1,  1893,  was  $6,412,- 
939,954  and  the  average  per  capita  as  estima- 
ted by  the  Government  Actuary  was  $95.68. 

For  Rhode  Island,  capital,  etc.,  $142,298,- 
067,  or  $387  per  capita. 

For  Texas,  capital,  etc.,  $73,245,261,  or 
$30  per  capita. 

Rhode  Island  has  thirteen  times  as  much 
per  capita  as  Texas.  Those  who  are  afflicted 
with  the  gold  craze,  say  when  people  have 
anything  to  sell  they  can  get  money.  Texas 
as  a state  should  have  more  to  sell  than 
Rhode  Island,  yet  the  foregoing  statement 
shows  they  have  not.  Perhaps  if  the  people 
of  Texas  would  quit  their  agricultural  pur- 
suits and  go  to  loaning  watered  dollars  as 
they  do  in  Rhode  Island,  Texas  might  some 
day  be  a great  and  rich  state  like  Rhode  Is- 
land. The  only  states  that  lead  Rhode  Is- 
land in  amount  of  bank  capital,  etc.,  are 
Massachusetts,  Connecticut,  New  York, 
Pennsylvania,  Missouri,  Ohio,  Illinois  and 
California. 


WATERED  DOTJ  A RS. 

Is  it  any  wonder  the  presidents  of  savin frg 
banks  met  at  the  Chamber  of  Commerce  in 
the  City  of  New  York  on  the  22d  oJ  May, 
1896,  and  announced  to  the  world  that  they 
believed  in  a single  gold  standard? 

The  savings  banks  have  one  thirty-second 
of  the  banking  capital  of  the  United  States, 
and  had  in  deposits  in  1893,  $1,808,799,962. 

There  are  many  who  are  advocating  pos- 
tal savings  banks.  There  is  no  more”  need 
for  postal  savings  banks,  under  present  con- 
ditions, than  there  is  for  a person  buying  a 
pocket-book  on  time.  If  the  poor  people  who 
are  supposed  to  be  the  depositors  in  savings 
banks,  should  withdraw  their  deposits  and 
place  them  in  postal  savings  banks,  and  if  '' 
the  savings  banks  had  all  of  the  money  in 
circulation  they  could  only  pay  eighty-nine 
per  cent  of  their  deposits,  or,  in  other  words, 

the  poor  people  would  be  short  $212,098,717 

of  honest  dollars,  and  the  other  banks  which 
have  thirty-one  thirty-seconds  of  the  banking 
capital,  and  the  people,  would  have  no  money 
with  which  to  do  business. 

The  establishment  of  postal  savings  banks 
with  the  small  amount  of  moiiev  now  in 
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WATERED  DOLLARS. 
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Banks. 

Savings 
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*Estimated  by  Mr.  Joseph  S.  McCoy,  Government  Actuary, 
fincludes  savings  banks  and  loan  trust  companies, 
ilncludes  private  banks, 


WATERED  DOLLARS 


In  banks  of  all  kinds  July,  1893,  we  find 
the  following: 

Deposits,  $4,745,162,780. 

Loans,  $4,918,797,945. 

The  amount  of  money  in  circulation  at 
that  time  was  $1,593,226,411. 

It  was  claimed  there  was  lack  of  confi- 
dence in  July,  1893.  It  may  be  there  was 
less  confidence  than  there  was  in  1892,  but  it 
is  utterl}^  ridiculous  to  talk  about  lack  of 
confidence  when  bank  deposits  are  three 
times  the  amount  of  money  in  circulation,  or 
when  the  banks  owe  their  depositors  $4.74  for 
every  $1.59  in  circulation.  If  bank  deposits 
were  only  one -third  the  amount  they  were  in 
1893,  confidence  would  still  be  at  par.  On 
the  other  hand,  it  is  evident  that  the  banks 
still  had  some  confidence  in  the  people  for 
they  had  loaned  $4.91  for  every  $1.59  in  circu- 
lation. 

The  bankers  explain  this  remarkable 
state  of  affairs  by  saying,  “we  have  an  elastic 
currency.  ’ ’ 
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THE  ELASTIC  DOLLAR. 
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A deposits  lioo  of  money.  Follow  the  money  by  the  dotted 
lines;  at  x the  party  borrowing  the  money  pays  it  out  and  it  is 
returned  to  the  banks  to  be  loaned  and  deposited  again  and  again. 
Total  deposits.  $6oo.  Total  loans,  $500.  Amount  of  money  10 
bank  reserves,  $100.  Amount  of  money  m the  hands  of  the  peo- 
ple. $000.  Confidence  at  500  percent,  premium.  Banks  collect 

35  per  cent,  on  the  $loo  of  actual  money. 
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WATERED  DOLLARS. 
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AGGREGATE  RESOURCES  and  LIABILITIES  of  all  State  Banks,  Loan  and  Trust  Compa 

nies,  Savings  and  Private  Banks,  1892-’93. 

(Taken  from  Coinage  Laws  and  Appendix,  1894:,  Page  240|> 


LIABILITIES, 


Capital  stock 

Surplus  fund 

Other  undivided  profits,... 
State  bank  notes  outstanding 

Debenture  bonds 

Dividends  unpaid 

Individual  deposits 

Savings  deposits 


Other  liabilities 


Total 


State  Banks, 

Loan  & trust 
companies. 

Savings 

banks. 

Private 

banks. 

Total.  ^ 

— — 

3,579  banks. 

228  compa- 
nies. 

1,030  banks. 

848  banks. 

H 

5.685  banks.  M 
w 

$260  707  709 
74  237.606 
28,900.230 
9,534 

$94,867,268 
50  4('3  421 
20,368,0 j6 

$33  429,188 
137,450, 126 
26,017,047 

$26,9 13  075 
5,488.683 
3,335,118 

d 

$406,007,240  Q 
267  585.836  O 
78,620,451  ^ 

9.534  L 
18,489, 5 »2  5 

753,184  m 
1,285,311,723 
|l. 785, 150.957 
54,970,404 
j 82,109.652 

i 8,489  .542 
67.385 
486,244,079 

525,502 

706,856,643 

160,297 
23,649,305 
1,785.3  50.957 
2.350,368 
5,561.859 

1 68,552,696 

j 1,670.358 

1.853,413 

48, 259  262 
21,160,051 

2.690,476 

63,534.279 

1,130,725,537 

726,664,506 

12,013,775,1471  107.843,343 

3,979,008.633 

>• 


LOANS,  CAPITAL,  SURPLUS,  NET  DEPOSITS,  etc.,  of  National  Banks  of  the  United 
Slates,  1872  to  1873.  (From  reports  of  the  comptroller  of  the  currency.) 


Pates. 

No. 

of 

banks. 

Loans, 

Capital. 

Surplus. 

Net 

deposits. 

Specie. 

Legal- 
tender 
notes  and 
United 
States 
certifi- 
cates. 

Katies  ot— 

Loans  to 
capital, 
surplus, 
and  net 
deposits. 

Cash  to 
net  de- 
posits. 

October  3,1872 

1,119 

Millions 

Millions 

Millions 

Millions 

Millions 

Millions. 

Per  cent. 

Per  cent 

Sept.  12,  1873 

1,976 

877  2 

479  6 

110  3 

619  e 

10.2 

119  0 

72.5 

20.8 

Oct.  2,  1874. . 

2,0(4 

944.2 

491  1 

120  3 

673.4 

19  9 

113  1 

73.5 

19  8 

Oct.  1,  1875.. 

2,087 

964  4 

493  8 

129  0 

717.C 

21.2 

122  8 

71.2 

20 

Oct.  2,1876.. 

2,089 

984.7 

5t>4  8 

134.4 

731.1 

8.1 

125.3 

71  8 

18.2 

Oct.  1,  lb77. .. 

2,080 

931.3 

499  8 

132.2 

705.7 

21.4 

113.4 

69  6 

19.1 

Oct,  1,  1878.. 

2,053 

891.9 

479  5 

122  8 

667.7 

22.7 

11)0,3 

70  2 

18.4 

Oct.  2,  1879.. 

2,048 

834  0 

4t  6 1 

116.9 

677.3 

30  7 

97  1 

66  2 

18  9 

Oct.  1,  1880.. 

2.090 

878.6 

454  1 

114  8 

767.7 

42.2 

96  0 

65  7 

18 

Oct.  1,  1881.. 

2,132 

1,041.0 

457.6 

d20.5 

967.2 

109  3 

64  3 

60  3 

17.9 

Oct.  3,  1882.. 

2,269 

1,173.8 

463.8 

128.1 

1,111.6 

112.6 

59.9 

68  9 

15.5 

Oct.  2,1883.. 

2.601 

1,243.2 

486  1 

132.0 

1,118.6 

lt»2,9 

72.0 

69,3 

15.6 

Sept.  3U,  1884. 

2, 664 

1,303.5 

509.7 

142,0 

1,168.2 

107.8 

80.6 

71  6 

13 

Sept,  30,  1885. 

2.714 

2, 245  3 

524.3 

147.1 

1,098.7 

128.6 

91  2 

70  3 

20 

Oct.  7.  1887.. 

2,862 

1,301.2 

627.5 

146  6 

1,248.2 

174  9 

88.5 

67.7 

21.2 

Oct.  5.  1886.. 

8,849 

1,443  7 

548  2 

157.2 

1,301.8 

156  4 

68.7 

71.9 

17  3 

Oct.  4,  1888.. 

3,140 

1,580.0 

1 678  5 

173.9 

1,388.4 

165  ] 

79.9 

73.9 

17  6 

§^pt.  30.  1189 

3,296 

1.JB74  9 

^ 692.6 

185.5 

1,543.6 

178  ] 

90.0 

72.1 

17.4 
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LOANS,  CAPITAL,  SURPLUS,  NET  DEPOSITS,  etc.,  of  National  Banks  of  the  United 
States,  1872  to  1893.  (From  reports  of  the  comptroller  of  the  currency.) 


Statement  showing  the  AMOUNT  of  GOLD,  etc  , held  by  National  Ranks  on  July  12,  1893,  and 

by  other  banking  institutions  on  or  about  the  same  date. 


Total  all 
banks  (9,492) 


All  other 
banks  (5,685) 


National 
banks  (3,807) 


Classification 


Gold  coin 

Gold  Treasury  certificates 

Gol  (clearing  house)  certificates 

Silver,  dollars 

Silver,  fractional 

Silver,  Treasury  c.riificates 

National  bank  notes 

Legal-tender  notes 

United  States  certificates  for  legal  tenders 

Fractional  currency 

Specie,  not  classified 

Cash,  not  classified 

Total 


Includes  coin  certificates  and  national  bank  notes 


Dates. 

No. 

of 

banks. 

Loans, 

Capital.  Surplus. 

Net 

deposits. 

1 

1 

Legal- 

tender 

I notes  and 

Specie.  United 
Slates 
certifi- 
cates. 

Ratios  of— 

Loans  to 
capital.  Cash  to 
surplus,  net  de- 
and  net  posits, 
deposits. 

Millions 

Millions  Millions 

M illions 

Millions  Millions. 

Per  cent 

Per  cent 

Sept.  30,  1889. 

3,290 

1,805  7 

612  6 197  4 

1.655  4 

164  3 99.7 

73.2 

16  9 

Oct.  2,  1890.. 

3,540 

1,970.0 

650.5  213.6 

1.758  7 

195  9 86.8 

75  1 

16. 

Sept.  25,  1891. 

3,677 

1,989  2 

677.4  227  6 

1,758  6 

183  5 113.3 

74.7 

16  9 

Sept.  30,  1892. 

3,773 

2,171  0 

686.6  238.9 

2.t'22  5 

209.1  118.3 

74  1 

16  3 

May  4.  1893.. 

3,830 

2,141.4 

688  7 246.1 

1,910.4 

207  2 115  0 

75  3 

16.9 

July  12,  1893.. 

3,807 

2,020.5 

685.3  249.1 

1,674.7 

186.8  102  5 

77.4 

17.3 

Oct.  3.  1893.. 

3,781 

1,843.6 

678.5  246.8 

1,573.7 

224.7  121.7 

73  8 

22 

Dec,  19.  1893.. 

3,787 

1,871,6 

1 

_ ^ i 

681.8  246.7 

1,778.4 

251.3  162  9 

69.1 

1 

23.3 
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Elasticity  and  confidence  in  a financial 
sense  are  the  same,  for  when  there  is  elastic- 
ity there  is  confidence,  and  vice  versa. 

The  greater  number  of  times  banks  can 
loan  the  same  money,  the  more  elasticity. 
The  greater  number  of  times  the  people  de- 
posit the  same  money  in  the  banks,  the  more 
confidence. 

Bank  reserves  are  the  balance  wheels  of 
confidence,  and  under  our  present  banking 
system  it  is  imperative  that  the  j)eople  have 
confidence,  for  if  they  do  not,  they  are  pun- 
ished by  contraction  of  bank  loans. 

At  present  but  five  per  cent  of  the  busi- 
ness of  the  country  is  done  with  cash,  the 
balance  being  done  with  bank  checks  and 
drafts.  It  is  but  a step  to  where  one  per 
cent  will  be  done  with  cash.  Taking*  the 
banker’s  view  of  it  we  do  not  need  much  ac- 
tual money — a little  money  and  lots  of  confi- 
dence is  all  that  is  required. 

If  there  were  an  unlimimited  amount  of 

confidence,  which  there  would  be  if  it  were 
not  for  cranks  and  agitators,  and  there  was 
demand  for  the  money,  banks  might  have  ten 
times  the  amount  of  deposits  and  loans  they 
had  in  1893  with  the  same  amount  of  money 
in  circulation.  With  such  a mag*nificent 
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banking  system,  what  necessity  is  there  for 
free  coinage  of  silver,  or  an  increased  volume 
of  money,  when  figures  on  the  bank  books 
will  answer  as  a substitute? 

When  bankers  can  make  one  dollar  do  the 
work  of  three,  and  collect  the  interest  on  the 
three  dollars,  and  still  hold  a large  amount  of 
money  as  reserves,  it  is  very  natural  that 
they  should  oppose  an  increased  volume  of 
money  wdiich  w^ould  take  some  of  the  elas- 
ticity out  of  the  dollars,  and  reduce  the 
amount  of  interest  they  collect. 

If  it  were  not  for  the  financial  fog  the  peo- 
ple are  in,  they  could  see  the  wmtered  dollars. 

As  the  banking  business  is  somewhat  dif- 
ficult to  understand,  an  explanation  of  the 
hardware  business  may"  throw  some  light  on 
what  w^e  call  watered  dollars:  A hardware 

dealer  had  just  one  post  auger  in  his  store, 
which  he  sold  to  eleven  men.  He  told  each 
man  that  he  wanted  to  use  the  auger  some 
himself,  and  that  he  would  make  a slight  re- 
duction in  the  price  if  the  auger  w-as  left  at 
the  store  when  not  in  use;  to  this  they"  all 
ao-reed.  When  the  twelfth  man  wanted  to 

Jr? 

buy  the  auger  the  hardw  are  dealer  was  afraid 
to  sell  it  again  for  fear  the  people  W"Ould  lose 
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confidence  in  him,  and  one  of  those  panics 
which  are  said  to  come  periodically  woLild 

strike  him. 

Now,  this  cannot  be  called  a cheap,  d's- 
honest,  fifty-cent  post  auger;  it  is  an  clastic 
post  auger,  an  honest  post  auger,  a sound 
post  auger,  one  of  intrinsic  value,  and  one 
that  will  circulate  all  over  the  world.  It  can 
be  shown  by  the  hardware  dealer’s  books 
that  there  are  eleven  post  augers  in  the  coun- 
try, and  that  there  is  one  in  the  store  as  a re- 
serve, making’  a total  of  twelve  post  augers. 
Thei’e  is  another  point  that  is  very  clear.  If 
the  hardware  dealer  had  sold — say  five  post 
augers,  which  the  purchasers  would  keep  and 
not  deposit  in  the  store,  other  people  could 
borrow  or  buy  them,  and  the  iiardware  dealer 
would  not  sell  as  many  post  augers,  which 
would  D-reatlv  interfere  with  the  hardware 
business,  and  would  also  take  the  elasticity 
out  of  the  post  augers. 

The  twelfth  man  who  wanted  to  buy  a 
post  auger  and  could  not  get  one,  may  justly 
be  called  a crank  for  claijiiiiig  there  are  not 
enough  post  augers  to  supply  the  demand, 
when  there  are  ele  ven  m :i  who  own  post 
augers,  that  are  not  using  them,  and  the 


WATERED  DOLLARS. 


25 


hardware  dealer  has  one  he  wants  to  use  him- 
self  and  will  not  sell. 

We  will  now  study  the  question  from  the 
outside  of  the  bank  counter. 

Why  are  postal  money  orders  limited  to 
fifty  dollars’  Because  the  government  does 
not  want  to  interfere  with  tli6i  banking  busi- 
ness. 

Why  are  banks  considered  sound  when 
their  liabilities  are  seventy-five  per  cent  of 
their  resources?  Because  they  are  never  in 
any  better  condition. 

Why  are  the  people,  whose  liabilities  are 
less  than  fifty  per  cent  of  tbeir  resources, 
said  to  be  going  too  fast?  Why  did  manu- 
facturers issue  script  in  1893?  Why  did  the 
New  York  banks  resort  to  clearing-house  cer- 
tificates in  1893?  Why  do  individuals  loan 
more  money  when  there  is  lack  of  confidence 
than  at  any  other  time?  ^V'hy  are  business 
men  and  others  having  money  due  them  com- 
pelled to  extend  unusual  accommodations 
when  there  is  lack  of  eonfideuce?  Why  does 
lack  of  confidence  oi'iginate  with  or  only  ap- 
ply to  banks?  Why  are  banks  like  a fire  de- 
partment whose  members  are  great  on  drCvSS 
parade,  but  when  they  are  needed  are  un- 
will  in  to  render  assistance  for  fear  of  get- 
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tino-  imrt  themselves?  Why  does  every  fail- 
ure of  any  consequence  fri,f?hten  bankers? 

Why  do  business  men  fail  when  their  as- 
sets g’reatly  exceed  their  liabilities?  Because 
the  business  of  the  greatest  countr}^  on  earth 
is  made  to  conform  to  our  banking  s)^stem, 
which  is  inadequate  to  supply  the  demands  of 
an  enterprising  and  progressive  people. 

How  are  panics  produced?  By  the  use  of 

watered  dollars. 

Banks  are  organized  for  pecuniary  profit 
and  no  class  of  men  adhere  more  strictly  to 
that  principle  than  bankei’s.  Bankers  are 
united  in  their  opposition  to  the  free  coinage 
of  silver  and  an  increased  volume  of  money. 
All  other  men,  and  we  have  every  reason  to 
believe  that  they  are  as  patriotic  as  bankers, 
are  divided  on  this  question.  Bankers  claim 
that  by  using  bank  checks  and  drafts  we  do 
not  need  much  money.  By  their  own  state- 
ments, then,  we  are  justified  in  assuming 
that  it  is  the  policy  of  bankers  to  reduce  to 
the  lowest  possible  limit  the  use  of  money, 
and  substitute  therefor  their  credit  system  of 
checks  and  drafts. 

Bank  checks  and  drafts  are  a convenience 
which  greatly  facilitate  the  transaction  of 
business;  but  by  their  use  banks  are  enabled 
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to  maintain  a system  of  credit  deposits  that 
are  the  basis  of  checlvS  and  drafts.  Credit 
deposits  are  the  chief  source  of  panics,  and 
banks  derive  t’ne  greater  part  of  their  income 
from  them,  as  every  dollar  of  credit  deposits 
has  been  borrowed  by  some  person  from  some 

bank. 

People  generally  confound  credits  with 
money.  The  government  holds  in  the  treas- 
ury $i00,000,0b0  of  gold  for  the  purpose  of 
redeeming  its  paper  or  credit  money,  of 
which  there  is,  including  silver  certificates 
and  treasury  notes,  $700,000,000,  seven  to 

one. 

The  banks  had  in  1893,  $515,987,740  in  all 
kinds  of  money  in  their  reserves  to  redeem 
their  deposits,  amounting  to  $4,745,162,^80, 

nine  to  one. 

Experience  has  demonstrated  that  the  re- 
serve held  by  the  government,  and  also  by 
the  banks,  has  been  suriicient  to  meet  all  le- 
gitimate demands.  The  bankers  tell  us  that 
for  the  government  to  continue  to  maintain  a 
large  amount  of  paper,  or  credit  money,  with 
a small  amount  of  gold  is  bad  policy;  when 
they  themselves  hold  a smaller  per  cent  of  a 
reserve  to  redeem  their  credit  deposits,  and 
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at  the  same  time  they  have  the  audacity  to 
propose  to  still  expand  their  credits  to  take 
the  place  of  paper  money  when  it  is  retired. 
Bank  deposits  are  of  two  classes:  money  and 
credits.  Because  a man  deposits  actual 
money  in  a bank  is  no  evidence  that  he  has  a 
money  deposit.  Some  one  may  have  drawn 
the  money  from  the  bank,  and  still  another 
party  deposited  it  in  that,  or  some  other 
:bank,  and  the  first  depositor  would  then  have 
a credit  deposit.  The  total  deposits  and  re- 
serves in  all  banks  in  the  United  States  in 
in  1893  were  as  follows: 

Deposits $4, 7 45, 162, 780 

Deserves 515, 987 , 740 

Those  who  believe  that  bankers  want  the 

government  paper  money  retired,  that  they 
may  replace  it  with  bank  currency,  need  not 
be  alarmed,  as  bankers  are  not  likely  to  ex- 
pand their  circulation  of  money,  as  they  are 
now  floating  over  four  billion  dollars,  of  wa- 
tered dollars,  on  which  the}"  collect  interest, 
and  are  not  required  to  furnish  security, 
which  they  would  be  compelled  to  do  in  order 
•to  issue  bank  currency.  Bank  checks  and 
drafts  have  become  very  popular  with  the 
X:>eople,  and  in  the  transaction  of  business 
very  little  money  is  used.  To  accommodate 
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this  class  of  business  every  bank  has  a mint 

of  its  own  where  it  coins  watered  dollars. 

At  times  when  the  money  circulation  was 

much  less  per  capita  than  it  was  in  1893,  if 
the  pe<->pl‘  were  not  as  prosperous  as  they 
should  have  been,  they  were  at  least  general- 
ly contented.  At  such  times  banks  coin 
watered  dollars  freely.  Any  person  who  was 
resj)onsible,  and  was  willing  to  pay  the  rate 
of  intei-est  asked  by  the  banks,  was  supplied 
with  watered  dollars.  Watered  dollars  are 
coined  from  a composition  of  confidence,  gall 
and  ignorance.  The  confidence  is  manufac- 
tured'^by  the  daily  pi*ess,  the  gall  is  supplied 
by  the  bankers,  and  the  ignorance  by  the 
business  world.  The  ignorance  is  of  the 
purest  kind,  and,  unlike  silver,  the  more 
there  is  of  it,  the  more  valuable  it  is  for  coin- 
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age  purposes. 

Any  person  who  carefully  considers  the 

following  statement,  will  understand  how 

watered  dollars  are  coined:  It  is  generally 

undei*stood  that  banks  loan  their  deposits, 


WHEN,  IN  FACT,  BANK  LOANS  ARE  DEPOSITED. 
The  idea  that  banks  loan  seventy-five  or 
eighty  per  cent  of  their  deposits,  gives  the 
impression  that  most  of  the  money  is  in  the 
bands  of  the  people.  ' The  idea  that  bank 
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I loans  are  deposited,  conveys  the  correct  idea 
that  banks  hold  most  of  the  money. 

If  we  make  a reasonable  allowance  for  the 
money  lost  and  destroyed  during*  the  past 
thii  ty  years,  and  take  Mr.  Carlisle’^  state- 
1 ment,  with  a grain  of  allowance,  that  there  is 
'$200,000,000  of  invisible  gold  in  the  hands  of 
the  people;  then  deduct  the  amount  of  money 
hoarded  b}’  the  people,  we  have  every  reason 
to  believe  that  the  half  billion  dollars  of  bank 
{reserves  covers  the  greater pai*t  of  the  money 
that  is  available  for  the  transaction  of  busi- 
ness. The  general  rule,  then,  under  such 
{Conditions,  must  be  that  banks  make  loans 
'before  the  deposits  are  miide.  The  custom 

of  depositing  money  in  banks  opens  the  door 
of  the  mint. 

If  A is  indebted  to  B $1,000  and  borrows 
the  money  fro-ri  a bank  to  pay  him,  and  B 
deposits  the  money  in  the  same  bank,  the 
bank  can  continue  to  loan  it  as  often  as  it  is 
redeposited,  but  every  time  they  make  the 
loan,  the  j^ercentage  of  cash  reserve  to  de- 
posits is  reduced;  when  it  falls  from  fifteen 
to  twenty-five  per  cent  of  deposits,  they  cease 
to  make  loans.  The  deposit  may  not^be 
'made  every  time  at  the  same  bank  that  made 
the  loan,  but  tkat  bank  will  get  deposits  that 
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some  other  bank  has  loaned,  and  the  result 
is  the  same.  Now,  if  this  business  had  been 
done  with  checks,  the  money  wou^d  have 
been  in  some  bank  all  the  time,  and  banks 
would  only  need  a small  amount  of  money  to 
settle  balances  with  each  other.  If  they  fell 
short  of  money  they  could  adopt  the  plan  of 
the  New  York  banks  and  issue  clearing  house 
certificates  as  a substitute  for  monev. 

By  the  use  of  checks  and  drafts  banks  can 
loan  credits  or  figures  on  their  books.  These 
credits  are  used  as  money  by  the  people,  and 
are  shifted  from  person  to  person,  from  bank 
to  bank,  from  east  to  west,  and  from  north 
to  south. 

Banks  are  required  to  redeem  but  a small 
per  cent  of  their  credits,  and,  when  they  do 
redeem  them,  the  money  usually  finds  its  way 
back  in  a few  hours,  or  days,  to  some  l)ank. 
Bankers  have  the  percentage  of  deposits  they 
are  liable  to  have  to  redeem,  as  closely  figured 
as  life  insurance  companies  do  the  risks  they 
may  have  to  pay. 

It  is  possible  for  bank  deposits  to  be  three 
times,  or  more,  the  total  amount  of  money 
in  circulation,  by  the  same  money  being  loan- 
ed and  deposited  over  and  over  again,  or,  by 
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banks  loaning  credits.  For  example:  A bor- 
rows $1,000  from  a bank;  he  does  not  take 
the  money,  but  is  given  credit  on  the  bank 
books;  he  then  gives  his  check,to  B,  who  de- 
posits it,  and  the  credit  is  transfered  to  him. 
Now,  B thinks  he  has  $1,000  in  the  bank;  he 
has  simply  a credit  on  the  bank  books  re- 
deemable in  money  if  he  demands  it. 

To  show  that  checks  and  drafts  are  issued 

regardless  of  the  amount  of  money  in 
banks,  we  have  but  to  refer  to  the  clearing 
houses.  The  average  dai'y  clearings  of  the 
sixty-four  banks  in  the  city  of  New  York  in 
1893  was  $113,978,032,  the  balance  paid  in 
money  was  four  nnd  nine- ten  tbs  per  cent, 
amounting  to  $5, 01 6, .380.  Forty-nine  of  these 
banks  were  national  banks  and  heUl  in  their 
reserves  July  12th,  1893,  $88, 532, 627.  .17.  Na- 
tional banks  hold  laiger  reserves  than  other 
banks.  Making  a liberal  estimate  for  the 
other  fifteen  ba:d^s,  the  combined  reserves 
in  the  sixty- four  baoks  in  the  .city  of  New 
York  would  not  $113,97<'  93’2,  the  clear- 

ings of  one  day’s  biisin^^ss.  W'-en  we  take 
into  consideration  that  cheoks  and  drafts  pre- 
sented at  banks  on  which  they  are  drawn,  are 
not  accounted  fo^  at  the  cln  'r  ng  housCj  it  is 
a,pparenl  that  the  amount  of  checks  and 
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drafts  greatly  exceed  the  cash  reserves. 

Before  passing  the  question  of  the  differ- 
ence between  credits  and  money,  we  must 
make  it  clear  that  bank  deposits  are  largely 
credits. 

Suppose  the  Hon.  Mark  Hanna  owned  all 
the  bank  deposits  in  the  United  States, 
amounting  to  $4,745, 162,730,  and  he  became 
alarmed  for  fear  the  silver  craze  would  sweep 
the  country  and  he  would  be  paid  his  depos- 
its in  fifty  cent  silver  dollars.  If  he  should 
decide  to  draw  his  honest  money  and  take  it 
with  him  to  Eui'ope,  after  the  banks  had  paid 
him  all  the  monev  in  their  reserves,  and  col- 
lected  in  on  their  loans  the  balance  of  money 
in  circulation,  and  paid  it  over  to  him,  there 
would  still  be  a small  balance  of  $3,100,000,- 
OCO  due  him.  There  would  be  no  sound  money 
or  honest  money  left;  he  would  have  all  the 
paper  money  issued  by  the  government,  the 
national  bank  notes,  gold,  dishonest  fifty 
cent  silver  dollars,  subsidiary  silver,  nickels 
and  coppers.  There  would  be  but  one  thing 
Heft  with  which  he  could  be  paid — and  that  is 
what  the  American  people  use  and  is  fur- 
nished by  what  they  say  is  the  best  banking 
's}'Stem  in  the  world — it  is  what  we  call  wa- 
tered dollars — delusions— bank  fiat — shadows 
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or  bank  credit.  Our  wealthy  friend  wouM 

find  to  his  sorrow  that  on  account  of  the 

system  known  as  sound  money,  honest  money, 

he  would  be  able  to  get  but  thirty  cents  on 

the  dollar  of  what  was  due  him;  that  the 

sound  money  theory  was  simply  repudiation. 
Then,  suppose  the  bankers,  who  have 

$1,680,000,000  in  capital,  surplus,  etc.,  should 

decide  to  quit  a country,  the  majority  of 

whose  citizens  were  anarchists  and  advocates 


of  free  coinage  of  silver;  they  would  be  com- 
pelled to  take  what  was  due  them  in  their 
own  coin — watered  dollars — that  being  all 
there  would  be  left  in  the  country.  After 
the  bankers  had  quit  hhe  country,  the  people 
could  do  as  they  did  many  years  ago:  resort 
to  codfish  and  coon  skins  for  legal  tender, un- 
til an  international  agreement  could  be 
secured,  when  they  could  open  their  mints  to 
the  free  coinage  of  silver. 

^ Bankers  pretext  for  fighting  silver  is  that 
it  can  be  produced  so  ch-eaply.  We  ask, 
what  does  it  cost  to  produce  watered  dollars? 
There  can  be  but  little  expense  attached  to 
it  except  for  bank  books,  ink,  clerk  hire  and 
what  they  pay  the  gold  bug  press  to  manu- 
facture confidence.  The  service  rendered  by 
the  press  is  worth  millions  of  dollars  annual- 
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ly  to  the  bankers.  It  first  told  the  people 
that  the  tariff  was  to  protect  infant  indus- 
tries; later  that  it  was  to  protect  American 
labor.  Now  the  song  it  is  singing  is  that  it 
regulates  confidence;  that  if  there  was  confi- 
dence there  would  be  plenty  of  money. 

This  calls  to  mind  a story  told  by  a Wy- 
oming man.  He  said,  “that  in  Wyoming  for 
miles  on  the  Union  Pacific  railroad  the  ties 
were  all  petrified;  that  in  the  forests  there 
were  petrified  trees — in  those  trees  were  pet- 
rified birds;”  as  his  hearers  had  swallowed 
his  story  thus  far  he  finished  by  saying,  “and 

those  birds  are  singing  petrified  songs.” 

The  amount  of  watered  dollars  in  circula- 
tion, as  indicated  b}^  bank  deposits  in  1893, 
was  $4,745,162,780,  which  is  $71  per  capita. 
The  amount  of  actual  money  in  circulation  at 
that  time  as  stated  by  the  Secretary  of 
Treasury  was  $23.85  per  capita,  which  in- 
eludes  bank  reserves.  As  the  reserves  are 
the  basis  for  deposits,  or  watered  dollars, 

thev  should  be  deducted  from  the  amount  of 

«/ 

actual  money,  which  leaves  $16  per  capita  of 
actual  money  in  circulation.  To  this  add  the 
$71  of  watered  dollars,  and  we  have  a total 
circulation  of  $87  per  capita. 

Some  may  say  that  bank  deposits  (watered 
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dollars)  shoipld  not  be  counted  as  part  of  the 
circulation.  In  answer,  we  say,  can  you  con- 
vince any  man  who  has  a bank  deposit  that 
he  should  conduct  his  business  with  the  idea 
that  his  bank  deposit  is  but  twenty  or  twen- 
ty-hve  per  cent  money?  Certainly  not.  He 
reo-Lilates  his  business  just  the  same  as  if  the- 
deposit  was  all  mone}^;  and  uses  the  credit  on 

the  bank  books  just  the  same  as  money. 

The  amount  of  actual  money  in  circulation 

is  over-estimated,  as  no  allowance  is  made 
for  money  lost  or  destroyed,  except  one  mil- 
lion dollars  in  the  Chicafif’o  fire.  The  amount 
of  gold  is  over-estimated,  as  more  gold  is 
used  in  the  arts,  and  taken  out  of  the  coun- 
try, than  is  accounted  for  by  the  Secretary 
of  Treasury. 

There  are  men  who  are  very  partial  to 
gold,  who  do  not  report  at  the  custom  house 
the  amount  they  take  with  them  when  they 
leave  the  country,  as  is  shown  by  an  article 
in  the  Arena  of  October,  1895,  by  an  ex-gov- 
ernment examiner  of  failed  banks: 

“Statistics  show  that  during  the  past  ton 
vears  bank-wreckers,  embezzlers,  and  de- 
faulters  have  robbed  the  people  of  this  coun- 
try of  over  one  hundred  miliion  dollars,  an 
a\  crage  of  over  leu  uiiilious  of  dollars  per 
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annum;  and  this  state  of  things  has  been 
growing  worse  the  past  two  years,  for  the 
year  1802  shows  robberies  by  the  above  men- 
tioned methods  of  about  $9,000,000,  while 
1893  shows  $19,000,000,  1894  about  $25,000,000 
and  1895  sliows  over  $4,000,000  to  July  1.” 


If  the  advocates  of  free  silver  should  elect 
their  president  and  a congress  favorable  to 
the  remonetization  of  silver,  and  if  from  any 
cause  fo.  ^ign  countries  should  fail  to  dump 
several  billion  dollars  of  silver  in  this  coun- 
try, conditions  might  arise  which  would  make 
times  harder  than  at  any  time  since  1893. 


If  the  banks  should  contract  their  circu- 
lation of  watered  dollars,  of  which  there  was 
$71  per  capita  in  1893,  to  $31  per  capita;  then, 
if  only  one  billion  dollars  of  American  silver 
was  added  to  our  circulation,  which  would 
amount  to  $15  per  capita,  there  would  be  a 
net  loss  in  our  circulation  of  $25  per  capita, 
B-y  controlling  two-thirds  of  the  circula- 
ting medium  with  watered  dollars,  banks  are  in 
a position  to  punish  the  people  by  contraction. 
Thus,  after  the  silver  forces  had  carried  the 
day,  reaction  might  come  unless  the  differ- 
ence between  money  and  credits  is  under- 
stood, and  victory  be  turned  into  defeat. 
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The  contraction  of  10  per  cent  of  bank 
loans  amounts  to  $500, 000, OOO'or  one-third  of 
the  actual  money  in  circulation.  If  all  banks 
contracted  the  same  per  cent  of  their  loans 
that  the  national  banks  did  between  July  12th 
and  Oct.  3rd,  1893,  (see  pa^-e  20)  the  total 
contraction  of  bank  loans  during  the  eighty- 
five  days  was  $415,000,000  or  $5, 000, 000  per  day. 

Under  our  present  system  the  gold  stand- 
ard does  not  necessarily  make  a dear  dollar. 
We  have  what  the  bankers  want — an  elastic 
circulation,  and  the  dollars  are  dear  or  cheap 
at  their  pleasure,  just  accortdng  to  the  amount 
of  water  they  add  to  the  circulation  by  the 
process  we  have  heretofore  explained. 

We  are  now  suffering  for  more  water,  as 
the  bankers  are  experiencing  some  difficulty 
in  supplying  it  on  account  of  lack  of  confi- 
dence of  bank  depositors. 

A banker’s  skill  is  manifested  by  the 
amount  he  can  water  the  circulation,  with 
safety  to  his  bank.  Bankers  desire  the  gold 
standard  because  it  requires  water  and 
tightens  their  grip  on  the  business  of  the 
country. 

France  has  double  the  amount  of  actual 
money  per  capita  that  Germany  has  and  prices 
are  about  the  same  in  both  countries.  In 
Germany  ci’edit  facilities  are  more  in  use. 
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The  expansion  and  contraction  of  water- 
ed dollars  has  the  same  effect  on  values  and 
business  that  the  expansion  or  contraction  of 
primary  money  has.  The  total  increase  of 
all  kinds  of  money  in  circulation  from  Janu. 
ary  1,  1893,  to  January  1,  1894,  was  $2,023,- 
976,  and  during  that  year  there  was  a slight 
decrease  in  the  amount  of  paper  money,  and 
an  increase  in  the  amount  of  gold  in  circula- 
tion, of  $3,544,800. 

With  an  increased  volume  of  primary 
money  it  can  safely  be  stated  that  the  decline 
in  values  and  general  demoralization  of  busi- 
ness was  as  great  as  any  year  since  1873. 
During  1893  the  total  circulation,  including 
money  and  watered  dollars,  was  contracted 
$5.00  per  capita. 

It  is  a very  serious  matter  to  bankers 
whether  or  not  this  country  becomes  the 
dumping  ground  for  the  silver  of  the  world. 
If  it  should  business  would  soon  be  transact- 
ed on  a cash  basis,  and  the  bank  loans  of  five 
billion  dollars  would  not  be  needed! 

Banks  collect  on  their  five  billion  dollars 
of  loans,  at  eight  per  cent  interest,  four  hun- 
dred million  dollars  annually.  In  less  than 
four  years  they  collect  in  interest  a sum 
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pfreater  than  the  amount  of  actual  money  in 
circulation.  This  four  hundred  million  dol- 
lars of  interest  they  collect  annually,  equals 
twenty-six  per  cent  interest  on  the  total 
amount  of  actual  money  in  circulation.  This 
low  estimate  is  upon  the  basis  that  there  is 
one  and  a half  billion  dollars  in  circulation,' 
and  that  the  banks  handle  all  of  it,  which  is 
not  the  case. 

A farmer  cannot  rent  his  land  and  have 
; the  use  of  it  himself.  He  cannot  sell  a bale 

I 

i of  cotton  twice.  He  cannot  sell  the  shadow 

] 

1 of  a steer;  but  he  might  sell  his  credit.  If  a 
j farmer,  who  is  worth  $25,000,  should  sign 

notes  for  his  neighbors  amounting  to  $100,- 
000  and  charge  eight  per  cent  for  so  doing, 
his  income  would  be  $8,000  per  annum,  plus 
; the  profit  on  the  farm.  By  this  plan  the 

I farmer  could  draw  a good  salary  for  himself 

i and  sons,  declare  a dividend,  lay  up  a sur- 

i plus  fund,  own  a cottage  at  a summer  resort, 

and  send  his  daughters  abroad. 

e During  times  of  business  depression  the 
price  of  produce,  merchandise  and  labor  de- 
cline. Why  does  not  the  rate  of  interest  de- 
cline? Because  there  is  demand  for  at  least 
five  billion  dollars  of  money  and  we  have  but 
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one  and  a half  billion  dollars,  and  it  is  water- 
ed to  supply  the  demand.  When  the  volume 
of  business  falls  to  one-third  what  it  is,  the 
rate  of  interest  will  decline,  as  actual  money 
will  then  be  seeking  investment. 

The  trouble  with  our  present  system  of 
finance  is  that  there  is  too  much  confidence. 
Take  away  the  surplus  confidence  and  there 
will  be  no  watered  dollars.  If  there  were  no 
watered  dollars  the  necessity  for  more  actual 
money  would  be  apparent  to  the  staunchest 

gold  bug. 

The  American  people  have  been  hum- 
bugged and  swindled  in  a thousand  ways,  but 
the  banks  loaning  confidence  on  which  they 
collect  $300,000,000  of  interest  annually,  is 
the  collossal  swindle  of  the  age. 
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